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Medicaid is a meanrtested entitlement program that finances the delivery of primary and act

medical servicesas well as longerm services and supports. Medicaid is a federal and state  ajison Mitchell
partnership that is jointly financed by the federal government and the Stttes must follow Specialist in Health Care
broad federal rules to receive federal matching fundshieythave flexibility o design their Financing

own versios of Medicaid within the federal statugebasic framework. This flexibility results in

variability across state Medicaid programs. .
Sara Bencic

. . o . . Research Associate
In general, benefits are made available to Medicaid enrollees via two séeliery systems:

feefor service(FFS)or managed careUnderFFS the state Medicaid program paysalth care

providers for eaclkioveredservice provided to a Medicaid enrollee. Under managed care,

Medicaid enrolleeseceivemost or all of their services throughreanagedareorganization

(MCO), which isunder contract with the state angaid primarily on a capitated basis (i.e., a set amount per enrollee
regardless of the servicased.

For the most part, states establish their own payment ratesrfoces renderdaly Medicaid providersPayment rates vary

by state. Federal statute requires thesetafess “consistent with efficiency, econort

to enlist enough providers so thatleesatleasttoathe dame extentthey are
available to the general population the same geographic arghis requirements referred to as thequal access provision
Low Medicaid provider payment rates in many states and their impact on provideipptdichave been perennial policy
concerns. Some statesdy on supplemental payments to offset ledicaidpayments for services to support safetpet
providers.

Supplemental payments are Medicaid payments to providers that are separate froaddittbmto the payments for
services rendered to Medicaid enrolldest example, states may provide supplemental payments to providers to support
quality initiatives, graduate medical education (GME), and certain types of facilitiesr(ead or safgt-net providers),
among other reasons. Often, providers receive supplemental payments in a lurSpasesmmake supplemental payrse
through FFSmanaged carg@nd waiversbut the mechanism fanaking these paymendsffers according to the service
delivery system

Most states make supplemental payments under e ofthese paymentarefederallyrequired whereasothers are
optionalfor statesStates make supplemental paymeatsiany different Medicaid providers, such as hospitals, nursing
facilities, physicians, and mental health facilitigledicaid dsproportionateshare hospital (DSH) payments are ¢imdy type
of FFS supplemental payment that states are required to make. Stateejpdsmitted but not requiredo make other non
DSH FFS spplemental paymentsvhich typicallyarelimited by upper payment limi(UPLs) for certain institutional
providers These UPLare what Medicare would pay for the same or comparable services

All statesand the District of Columbimake either DSH or neDSH supplemental paymeniader FFSand thes@payments
represent a sizeable percentage of total Medicaid sperdiRy2017, states reported $40.6 billion in tdf&dSMedicaid
supplemental payment expenditures (I¥H and norDSH, including both federal and state expenditures), or 7.286taf
Medicaid medical assistance expendityias, including federal and state expenditures but excluding administrative
expenditures)At the state levelotal Medicaid DSH and neDSH supplenental payment expenditures as a share of total
Medicaidmedical assistance expenditures (i.e., including federal and state expenditures but excluding administrative
expenditures) varied widely across all 50 states and the District of Coludatianally,the majority ofDSH and norDSH
supplemental payment expenditu(88% of the $40.6 billionjvere made thospitals

Statesalso make supplemental payments through managed care and wanhggsmanaged care, states historichlye
madepassthrough paments These payments aigcluded inthe paymentstatesmaketo MCOs, and the MCOs are
expected to make the payments to providargirected by the stattassthrough payments are not tiedgervices provided
to Medicaid enrolleesThe Centers for Mdicare & Medicaid ServiceMS) alsomayprovide Medicaid waiver authority to

permit states to make certain supplemental payments that they are not otherwise permitted to make under Medicaid rules.

This report provides an overview thfe most prevalent pes ofMedicaid supplemental payments, includkigS
supplemental paymentsianaged carpassthroughpayments, an@ection1115 waiver paymentd he report alspresents
dataaboutMedicaidFFSsupplemental paymespendingoy state and by provider type
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Medicaid Supplemental Payments

sparate from and in addition to Medicaid payr

Alltastes make s uppvheimehet MEdpeymednpsayments to p

madeo many di fferent Medicaid providers, 1incl
physicians, and mental health facilities. Di spr c
type of Medicaid supplemental paymdmnmst stehati ngt d toe
income patients. StatesDSaH ef ey r mii ¢ ¢ eddbidf ) amlas ke p o t
payment s, mathgodghapmd ppearit wer s up pllne nfFeh2t0all7 ,p a yn
supplemental paymentstwmaeduictaed fpendinkeant b e
is $40HbDwd tadtroan .odn  Mepdliecnaeindt asluep d ymd ttesd . a For e x a mj

arncot available at the individual provider level
payments that Medceaddt hests.

This report provides an overview of supplemental
beginasg WwWa¢hground of Medicaid that includes a su
services and Medicailles vbprpdbe metamwm ls ppylmemae st al p
infbPpayment s, ma# &g epdagybmaernedMe dli cai duwpl vment al
paymelmhtes . treport also presents data on Medicaid F
state and by provider type.

Medi caid ubhalc kgr o

Medi cai d i s -sat ajtoei nptrpofgerdgemdiathh aty and acute medical
wello#wgrm servic,t@ andeiymgeona twp o pluhliast ipoonpul at i on
i nclcuhdielsdr en, pregnant wodndsnal,i admdtpdodp hatidagdual
ol der.

State participati oatl hionu gMe dailcla isdt aitse sv,o [tuhnet alxiys,t r i
terrphaoti’€d paets are responsible for Satdamiensi st er i 1
must follow broad federalt hbhwlves flexidbadivtvyg fodadadr
own veorfsiMendi caid wit ki mbatshe fferdemweawlo rskt. a tTthties f 1 e
variability acrosslnstaddidenMesdeverdl pwegwvemsand de
aut ho(rei.tgi.e,s Section 111 5alolfow hset aStoecsi atlo Soepceurraittey t
progonamside of federal rules.

Medicaid enrollees gener aFF§ orcmaiwagwidme d1é¢s t1}
delivery Usnysestrteaht FeS ,Me di cahadalptrlopgeamse prgyviders fo
provided to a Medicaid enrollercecdndeér omanhbpedfc
their ser vmacneasg etalr rgcmurgehMdit@inodne r contract with the

MCO s primarily paid on a capitated basis (1.c¢e.
s e r vuisceeds

States thada ¢dorlRBHESI for Medicaid. However, since
enroddeesed by managemad carad elsa s riamosrndasead porti or
progtemmanaged car,e.ablsuto 8 1J% loyf wMeldbive aied dryr ol 1
some form offMmahagtdoebhrBESeand maemsa.ged care enr

b

1 For more information about the Medicaid program,GBS& Report R4335Redicaid: An Overview

2 The five territories are American Samoa, Guam, the Commonwealth of the Northern Mariana Islands, Puerto Rico,
and theU.S.Virgin Islands.

3 Congressional Research Service (CRS) analysis of Centers for Medicare & Medicaid ServicesM&ha)d

Managed Care Enrollment and Program Characteristics, 2@0Da8, ahttps://www.medicaid.gowiedicaid/
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Paymefndrs Services

For the most part, states establish ddkivemown pe
services to Madmeaitd se nvrabrkyld ebeys Is tsatt a2t ut eorequire s
béconsistent with efficiencpufddenemyt, taond nduaslti

providecsr e oanhd aagvearivViiacbeldbee dreai d enr ol I enets at 1 ea
they are available to tglkeo ggamptfirharle qpua muslmetniton i n
referre dTXDOaSBRNNYLRQ

Low Meg¢groapalyement rates 1n many states and their
have beempopdomwys8italicecs hamenpyrhoovwnd etrhsa,t particul a
physicians, do notimecparjtoMMda cteca d dppgmenntsates,
limits'apateisshtto care.

2t0ol Sa,ddress concerns eweraths o mphaec tCeesnft etroswe p
Medicare & Medicaid Services h€MMpdissasundd a
al access provision by requiring states to dec
er mi ne whRHKfhaymeMetdsi ctaoc dproviders are sufficie
ollees with a8Haq2818, a€MS8ssssoedaaneproposed r
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r
u
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manageetare/downloadsnroliment2016medicaidmanageetareenrollmentreport.pdf
4 For more information about Medicaid financing, &RS Report R42640edicaid Financing and Expenditures

5 For more informtion about the federal medical assistance percentag€ER®&Report R4286%edicaid
Disproportionate Share Hospital Payments

6.81902(a)(30)(A) of the Social Security Act.

“Sandra L. De eadleQneThird of Rhysicians SaidNhey Would Not Accept New Medicaid Patients,

But Rising FHealth AffMrs yol. 31 end. 8 (Atigust 2012), pp. 16I879. Andrew F. Coburn, Stephen

H. Long, and M. Susan Marqudess JdEfFlysisciodfn Chamtgii migp ateidd © a ¢
Inquiry, vol. 36, no. 3 (Fall 1999), p. 265. The Kaiser Family FoundaRbgsician Willingness and Resources to

Serve More Medicaid Patients: Perspectives from Primary Care Physidgni$ 2011, p. 9 at
https://kaiserfamilyfoundation.files.wordpress.ca6®3018178.pdf Pet er J. Cunningham and Ann |
Reimbursement Delays Discourage Medicaid Participao n b y P Heglth Affaiis woh 282np.’1 (January

2009), pp. 247.

SDepartment of Health and Human Services (HHS), CMS , “Medi c
Covered Medi c déddral Registeb15¢6¢ NoverhbeR202015.
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greater flexibility to states 1n meeting the acc
that use mhnaged care.

Suppl emental Payments

Supplemental payments are Medicaid payments to g
additipayméotrtheer vi cMesd irccanidke @Odetde aalol peoviders rec
suppl ement all upmapy meanmtds tihme saa suppl emental payment
provided to MEdrcexdmphepliéteeses may provide sup
providers to supgponadugtua lmaeadi amt tdacdttd avtesmghypes o
(e.g., rtural or safety Aswti tthr onoisde tMe)d,i caman g xptel
the federal government resmbpptsesmsenstsahtpaymenta
expenditures BbasfFeMIAPon each state

Alst at es make smepnptlseknkffidtieard e ppayyments are provided
di fferent Medicaid providerpshyyssiwabh nmgnhadpheal s}
faciDispeeportionate s ha,rewhhiccahpiptlraecime @ ®P3IH) pp & mma
hosptitadtsing | argacommbgpndeamthywpseo wwf FFS suppl e me
paymehmstttat es are .r elawtasee shaok ana ktdhSeH FnFoSn

suppl ement.alFopra ycergernttasi n 1 nsatruepperopmamilmipgBo vi der s,
on the amountpayfmesnutpsp;l ®trdaternsttea IMei dnii ctasr e woul d pay
or comparable services.

States getnhee asltlayF FSenpdpremeoedfit al payments through
transfers from lpoowli dgaovdamrmxment o rf rcoenr tpiufbileidc p ub |
proviaddwha,fcthe all owahhd fogMetdaes taflcfSemare.
states thhmhevsee ufsenddi ng sources to pay for the stat
payment hout expending muchH, if any, state gener e
Al 1l st aFtFeSsu pppdkement al paymeneéepreaadtthesezpalpimnen:
of total Medinec FiYRO0slfenditmg.es repor tFFS $40. 6 bil]
suppl emeattale pmpegmdi tures (i.e., including both f
ofotal Medicaid medi¢aleassintdndengxpeddrailrasc
but excluding admiThoitBafldatppV e me x peexdpad diafymmea s ,.
including both feder allé.ahdbislt¥iteh ,etxgreanld.i Meudiecsa)i dv
medical assisf{(anee,ekpehddingefederal and state
administratibe compaddiieshppdkemental payment e
(i .e., including both federal andtetalteMedpeaidd:t
medical assisf{anee, ekpehddingefederal and state
administratumves pxpend

HHS, CMS, “Medicaid Program; Methods f-&ExemplonsforStatesg Acces s t

with High Managed Care Penetrat i baderdRRegistei269%6nMbrciR?2,t ¢ Reduct i o
2018.

10 For more information aboutihding sources and the state share of Medicaid financing;R8eReport R42640,

Medicaid Financing and Expenditures

LHHS, CMS, “Medicaid and Children’s He adlManagedGase,CHIPnce Progr.
Delivered in Managed Care, and Revis i baderal Regidtee768d t o Thi r d
May 6, 2016.
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States also make supplemental payment?®s through
Under managed cahe madSDWKURBODIRHIQMES @a Iplay ment s ar
includepad yms htadtackseco MCDs e . , csa,)p iatnadt itohne rMCQOes are e
to make the pagmedisetoedRalgmsddbhgl spaytments are n
services provided Ml sMepdriochicdle B mec & 1 dwoael dvlelrS
authority tt® pmaikm®esiucpepritteanicanst tahl a tpoattythnaenmwticss @ o t
permitted to make under Medicaid rules

Data on MeddDSHi dupbppPpPS ememt al paymhnosghmpagmedt s ;
and Section 1115 wairleiemi®Theadyvmeinl tash hgean efrraolml yt h e
CMS6 4 oowmmly meldIH cstuppl ement al ppymondeexpypdi it mr
aggregnoe at t he i n'8Sievwiedruaall gporvoevrindneern tlaelv eolr gani z
recommended t hat CMSi dhoelvleelc td aatnad tpou belnissuhr ep rtohva t
paymenappaopriately spe AT hfeo r® MBefdd rcmmiodta tpaurdm s e s
provide detail abetuhtr otuhgeh npaanyangeendt sc aorre tphaes ssuppl e
made through Section 1115 waivers.

Tk r e mai nrdeepro rotf ptrhoevi des an overview of suppl e me
provider shr éldhles repwr ts uppl EInEanyt medmtpsa,gmdntarent o
pa-t$ hr pmghme ndMe dl i cai d uwpl eppreynniclivhtes .r e pparets emlt sso

data on Medicaid FFS supplemental payment eXxpenoc

Types of Supplemental Payments

Fee-for -Service (FFS) Supplemental Payments : FFSMedicaid payments to providers that are separate fro|
and in addition tothe paymentdor services rendered to Medicaid enrolle€ghese payments may be, but are n
required to be, tied to Medicaid servicedften, providers receive supplemental payments in a lump geaon
PRUH LQIR U P BRSSup@mevitdPEyrments )t

Disproportionate Share Hospital (DSH) Supplemental Payments : Statutorily required supplementa
payments to hospitals and mental health facilities tredéirge numbers of lovincome patients(For more
L QI R U P D Wnidp@Qporddhate Share Hospital Paymenjs

Non -DSH Supplemental Payments : Supplemeral paymentsiot tied to a specific statutory or regulatory
purpose that can be made to different provideirscluding hospitals, nursing facilities, and clinics. For som
providers (e.g., physicians), there are no federal regulations for theD®ih supplenental payments.
However, for certain institutional providers, federal regulations specify upper payment limits ({HRLaje
what Medicare would pay for the same or comparable servicdgR U PRUH L QIR UNBBDDEH R Q
Supplemental Paymenfs

1281115 of the Social Security Act gives the Secretary of Health and Human Services authority to approve
experimental, pilot, or demonstration projects that promote the objectives of the Medicaid program.

13 States provide HHS with data on DSH payments through annual reports and audits.

14 States submit the CM64 form to the CMS on a quarterly basis, and the @M$orm is a statement of expenditures
for which states are entitled to federal Medicaid matching funds. States are required to provide supporting
documentation for total Medicaikpenditures. GAGHligh-Risk Series: Progress on Many Hiffisk Areas, While
Substantial Efforts Needed on Othet3-317, February 2017, pp. 567, athttps://www.gao.goyroductsGAO-17-
317

15U.S. Government Accountability Office (GAQEMS Oversight of Provider Payments is Hampered by Limited Data
and Unclear PolicyGAO-15-322, April 2015, p. 29, dittps://www.gao.godsset870669561.pdf Medicaid and

CHIP Payment and Access Commission (MACPAE)amining the Policy Implications of Medicaid Non
Disproportionate Share Hospital Supplemental Paymeavtsch 2014 Report to Congress, March 2014, pp-2Z2I®

Congressional Research Service R45432 - VERSION 2 - UPDATED 4
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Managed Care Pass-Through Payments : An amount added tdhe paymentsstatesmaketo the managed
care organizations (MCOg).e., capitation rateshat MCOs aredirected by the stat¢o make to providers.(For
PRUH LQIRUP MakdgBdCar@&ssThfoughPaymentsu

Section 1115 Waiver Supplemental Payments : Supplemental paymentsathstates would not be permitted
to make under authorized Medicaid rules but whibtle Centers for Medicare & Medicaid Servigasvides
Section 1115 waiver authority to allow. The two main types of Section 1115 waiver supplemental payments
uncompensadd care pool payments and Delivery System Reform Incentive Pool (DSRIP) program pafffoeent
more information V H Supplemergl PaymentShrough Waivers u

FFSuppl e mRantmdnt s

Alst ates make suppl ebnkh tadanld ffearyemaetgthd aundaas and
requiremdapendpmwdPpwedprn ymeatt anpgdr ¢ hWEldit sy psee otfi on  wi |
di scuss tFWSutppgesmemnfi al payment-DSHDSHp plagmemt a1 a
payments.

Di sproportionate Share Hospital Paymera

Federal statute requires that stanedsmamatkel Meddlt
facitliegateisng 1 ar-g acupmebblihsi sa fp aloowos remw ogni ze t he
di sadvantaged financihdcasudmelbimenpafiehose ahes mi
to be uninsured Hors pMetdailcsa i odf teenmr odlol eneost. recei ve p
render eded opatmiMemsdtisc,a iadndpr ovi der aprheymentt hamneshg
rates paid by Medidare and private insurance.

Whermast federal Medicaid -£tnddidnpbasssprodeddedl ol
DSH funding is capped. Each state receives an ar
amount of fedetrhsdt avhaytl @ahimn  offunviksd i ¢*4 KX 2DIH, pay me .
preliminar federal DSHf allotments totaled $12.¢(

Al t hough

] tes must follow some federal require
DSH paymen

a
s fohatelReg nmdsitc afda c & ¢ oftil defixdidblijyst h e
a

- =

proportion nd types of hovapytalgndéscgnat gydaasc
Some states target thegothdSHstfands poowi de wDH Hsp
hospital st hmtget he¢ htedexztea ver Ma di ¢ aiSd aDSH paal ysnoe nntask e
DSH payments to institut iootnhse rf onre nmeanltfahld adtiashe afsaec

staltumiets payrdlents to I MDs

16 §1902(a)(13)(A)(iv) and 8923 of the Social Security Act.

17 For more information on DSH payments, €S Report R4286%/edicaid Disproportionate Share Hospital

Payments

18 Under current law, Medicaid DSH allotments are schetitdebe reduced from FY2020 through FY2025. For more

information on DSH allotment reductions, SRS In Focus IF10422/edicaid Disproportionate Share Hospital

(DSH) Reductions

PHHS, CMS, “oNfand FiralaFY2015 Bnd Preliminary FY2017 Disproportionate Share Hospital

Allotments, and Final FY2015 and Preliminary FY2017 Institutions for Mental Diseases Disproportionate Share

Hos pi t al FederaliRegisteb125% 2017.

20|nstitution for merdl disease$ s defined as “a hospital, nursing facility,
that is primarily engaged in providing diagnosis, treatment, or care of persons with mental diseases, including medical

Congressional Research Service R45432 - VERSION 2 - UPDATED 5
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St ammuest bmnthualst oepbet SHecarlettha rayn docfHas mpno Sedwvng
detailed information about eacdhl hwsstpipradvirdke ei vi
annual independdntMeddrctaii fdi B Ha pdiytme nt s .

NofDSH Supplemental Payments

Al t hetighes are required t onomafkeedeaMeadle @ mdoks DS H p a 3
statesotbemaMedicaid s@ppt-PShmHnvmapplhphamememnmal payme
Ho we ver, in FY20Al7Taskd,] Dalagdwasr an,o-BS8Hd Ver mont ma
suppl e ment?hAmopnagy mehnetnss.k @ D dn s mptpl e ment al payment
states makmenmntnsht o hospi.Baime afidtahl eesos insnikach © sne s

supp!l epmeynnicanlt et o pr o viidnetresr, mei dnical tued i amagn e i fdan@il Isi t i
withtelleiclts(tdilClBd il s aphysicians, and freestanding

Unli ke DSH pbaSyHmesmtpsp,] emmoemt al payments are mnot ti
regulatory purpose, and states have discretion i
stateans ummrkleepmaeynmieanlt s t o providers that are not 1
Me d idc @®inr osl d eecsisefriwpircoevti @ e tShteageerse ha ¥ &y i ®an on
DSHWFSupplemental paMemdnpaythenvdf tL&£sd tewvupport
safmwedty pr,owhdgrhe wirdkeer s that serve the wuninsured,
enrolled aimdeMad icwwanisdd derable Il evels of uncompens

For some providers (e. gnexpowsDikcdnasnsp pl enme nfteadle r @
payments . However, for fedetrainrigut a’tUinodesrn 3 Ip e g 1 d
t hleP4d, f e de r anla tMehduimadaneodt available for Medicaid p:
more than what Medicare would TPhacy WPole t he s ame ¢

aggrega(tiendliumditng paymenbDSHfouppleme ftoeds]l smahmomt
class of provmnsifeorrs irnadti hveisrd htahhaUBtlova Henbkation exc
DSH payments received.

The institutions subject to the UPL requirement
and outpatient sed CFBERBun)d, fregsntmmhdia dhtaskiekinic
classes afepfovi dbeyr wmermpsalriapg esdtoawtnwesd (oer. g-p,e rsattactde,
state government owned or opeBad atuhsee sahlP® pri vat el
applied 1in t hnea yaagkger-lorfpddnt sy pplt@amemst al payments to
providers thatt atrel gMediteeai d hwmr & daesb yl arthp sas ptrioev
attention, nursingcareandrelate¢ r vi ces . ” (§1905(i) of the Social Security .
Security Act.

21 CRS analysis of CM$4 data as of September 25, 2018.

2HHS, CMS, “Medicaid and Children’s Health Ins®HiPance r

Prog
Delivered in Managed Care, and Rdederal RegisteR7583; May @, 20d6. t o Thi r d
MACPAC, Medicaid Base and Supplemental Payments to Hospitate 2018. GACKederal Guidance Needed to
Address Concerns About tBéstribution of Supplemental Paymen@AO-16-108, February 2016, p. 7. Marsha
Regenstein and Jennifer Hualgresses to the Safety Net: The Public Hospital Perspgkiiser Commission on
Medicaid and the Uninsured, June 2005, p. 1hitps://publichealth.gwu.eddépartments$yealthpolicy/
DHP_Publicationgub_uploadsthpPublication_3BA627150569D20-3DE6060F45CA11E1.pdRobert NelbUses
and Oversight of Upper Payment Limit Supplemental Payments to HospifsRPAC, April 20, 2018, p. 6, at
https://www.macpac.gowfp-contentliploads201804/Jsesand Oversightof-UpperPaymemnLimit-Supplemental
Paymentdo-Hospitals.pdf

2342 C.F.R. 88 447.271, 447.321.
2442 C.F.R. § 447.272.
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total amount of MedicaoBSHaympmptemdotralkpbhbyment s
t he aglghle gfaotre each .class of provider

Data on nMd®idcuapipdl e ment al p&yme KIKEMSrbegamited.
col¢rpendidamoetDEdHo m uppl ement al payments made t hr
system i-64tolhhE@MS6MSaantche only publicly availabl
administrativen od®tdau pfpolre mMdend iacla ipda ®metnh ecAKMS ndi t u
f or mst atnosBdSrHe psourptpl e ment al payment expenditures
individual . Tohreo Widdleara dli eCvHel P Pa yment MA&LPAE€cess Co
antdhle. S. Government AGAQ@hwmmwtea rialiisteyd @fofniceeer n(s t hat
collecsupplt e@mont al payments asti ntchee iinnddiivviidduuaall hpor
may rec-PSHesmppl emental payments that are signif
costs

S i n2cOels3t,ahtaevse rteeqaitior esda 8 thi i nd ma lma © noerh 6- S H

suppl ement al pafyomre nhs@ sepkipteanhd § ittmog eefmascuirlei ttiheast st at
compyvliy h UPL requiremeSd nice £2ddehraatiseterand g w1 atlisons .
requireds upop Iscunbermit¢ axlp emadp HhamGEF [sID hys i ci afnorser vi ce s
states that make suppl,e npernitvaalt ep aryenseindtesn ttioa Ip htyrseiac
institutions for mental dcilsamasxses, dhd sfrepotrdndigr
aimo provide additi dMeadi pianyfdoernntast i foond osne rsvtiacteess
supplemental wra®sment expendidt

FFSupplement aExPeghfhtres

In FY20 Irke,poSrdt@btdelsl t oma i nMEDS HlaaddSHosmuppl ement al
paymexmpenditures (i1i.e., 1includ,ngr bfoath%lfeefder al a
Me di c ai da smeidsitcaanlc e( ie.xep.e,n diintculruvedsi ng federal and st
excluding admini3TotbhslHdwe pd x me mdeixtlpuemedsiirh aer.te, s

25 GAO, CMS Oversighof Provider Payments Is Hampered by Limited Data and Unclear P@&yp-15-322, April
2015, athttps://www.gao.godsset870669561.pdf GAO, Program Oversight Hampered by Data Challenges,
Undescoring Need for Continued Improvemenit#,173, January 2013t https://www.gao.gowdsset890/
681924.pdf

26 States submit the CM64 form to the CMS on a quarterly basis, and the @$ormis a statement of expenditures
for which states are entitled to federal Medicaid matching funds. States are required to provide supporting
documentation for total Medicaid expenditurésr more information, see GA@MS Needs to Better Target Risks to
Improve Oversight of Expenditure8AO-18-564, August 2018, p.-8, athttps://www.gao.godssets/00693748.pdf

2T GAO, Federal Guidance Needed to Address Concerns About Distribution of SuppleRemeentsGAO-16-108,
February 2016, p. 9, attps://www.gao.godsset§80675007.pdf MACPAC, Examining the Policy Implications of
Medicaid NorDisproportionate Share Hospital SupplementaymentsMarch 2014 Report to Congress, March
2014, pp. 20205.

28 CMS, Center for Medicaid and CHIP ServicEsgeral and State Oversight of Medicaid Expenditu?€43, at
https://mwww.medicaid.go¥ederalPolicy-GuidancebownloadsEMD-13-003-02.pdf

29 CMS, Federal and State Oversight of Medicaid Expenditukarch 18, 2013, p. 3, attps://www.medicaid.gov/
FederalPolicy-GuidancebownloadsEMD-13-003-02.pdf

30 All of the figures in this section are a result of CRS analysis of GM8ata as of September 25, 2018. The figures
in this section have been adjusted to remove negative DSH afidStdrsupplemental payment expenditures
(California, Hawaii, Indiana, lowagand Texas) and negative payments for servibetagvare, New York, Nrth

Carolina, and Pennsylvani@tates may have negative expenditures due to prior period adjustments. Total Medicaid
DSH and norDSH supplemental payment expenditures include bo#r&dnd state expenditures but do not include
waiver supplemental payments or Medicaid ghssugh payments made through the managed care delivery system.

31 For the purposes of this repostaterefers to the 50 states and the District of Columbia.
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FFS Supplemental Payments as a Share of Tota

TotMeldi DS HdanldSHuoppl e me nteaxlp emahyisthaartessshare of t o 1
Medi meddcal caxpeamdiatnerces i ncluding federal and t
excluding adminisvariad¢d vei ¢exlpgnadecatasresgl] 50 stat
ColumbrangOng %fobmtotal state MedilO®W®8d spealling
stMedispedding (isngleAXYPHama

Theiisbution of supplememdatawe pa yIn®OBHa ek peaadi t ur e s
suppl e mentalld ipfafysntesiiFtbsy e xianmpFlYe2,dd 7L,y all of New

Hampshitoetal Medicaid suppl(adament ali nrad ynde mtg dxop chn
state exwemhaDStHu rpeasy)ment . e X pendmpar’esbdvootaWyoming

Me di cai d spuapypneeenptee mtda It ur e sn oMdeSrHe spurpiprhaermielnyt al pa y m
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S

32 For more information about graduate medical educationCB&Report R4437&ederal Support for Graduate
Medical Education: An Overview

33 MACPAC, Medicaid Base and Supplemental Payments to Hospilate 2018. GACFederal Guidance Needed to
Address Concerns About the Distribution of Supplemental Payn@a@16-108, February 2016, p. 7.
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Figure 1. Medicaid FFS Supplemental Payment s as a Share of Total Medicaid Medical
Assistance Expenditures by State

(FY2017%
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Source: Congressional Research Servi€Rg analysis of CM84 data as of September 25, 2018.

Notes: FFS= feefor-service DSH= disproportionate share hospitgbupplemental payments include DSH and
non-DSH supplemental paymenidon-DSH supplemental payment expendituiesludesupplemental payments

to hospitals, nursing facilities, mental health facilitiesrmediate care falities for the intellectually disabled
physician and surgical services, and other practitior®ates may have made additiofrd Ssupplemental
payments to other providers that these expenditure estimadesot capture Total Medicaid DSH and nen
DSH supplemental payment expendituriesludeboth federal and state expenditurésit do not include waiver

supplemental payments managed carpassthroughpaymentsTotal Medicaid medical assistance expenditures

includeboth federal and state expenditurésit exclude administrative expenditurd3ata ncludeadjustments to
states with negative supplemental payments (California, Hawaii, Indiana, lowa, and Texas) angaggegive
for services(Delaware, New York, North Carolina, and Pennsylvartstes may have negative expenditures

due to prior period adjustmentsAlaska, Delaware, and Vermodid not makenon-DSH supplemental payments

in FY2017.

FFS Supplemental

Payment s

by Provider

Type

I'n FYR#&t 7 ghneaalpdoyr i t y of suppxlhpemandalrbegialy gmd S H

and -InSokha y mewretr se tmoa dheo.s p@ t%08f@ t hbi $§40Dottali nMedi caid
DSH anldSHopplemental payment expenditures (i.¢e.,
expendweama desh)os pselllIJXYHn FY2uOIlsZ7i,ngn facBPi bfes rec
total MedicabDSHDSHpphdmawmal pamyemmetnatl ehxepaelntdhi t ur e
faciliitvieells nrebkbe form dfn DK phaynsee aytesanrs, apnd s ur ge
rece2itoddtotal Medi-DEHds DSHHl emdntnhoh ,paaynmk nt e xpert
I CFlsDand other practitioners received less than
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Figure 2. Medicaid FFS Supplemental Payment s by Provider Type

(FY2017
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Source: CRS analysis of CMB data as of September 25, 2018.

Notes: FFS=feefor-service DSH= disproportionate share hospitébupplemental payments include DSH and
non-DSH supplementgaymentsNon-DSH supplemental payment expendituiesludesupplemental payments
to hospitals, nursing facilities, mental health facilities, intermediate care facilities for the intellectually disabled
(ICFAIDs), physician and surgical services, aneéophnactitioners.Sates may have made additiofdS
supplemental payments to other providers ththese expenditure estimates dwt capture.ICF/IID and other
SUDFWLWLRQHUV:- VHUYLFHYV DUH QRW VKRZQ LQ WKLV FKDUW DV WKH\ PDNH
non-DSH supplemental payment expendituréstal Medicaid DSH and ne@SH supplemental payment
expendituresncludeboth feceral and state expenditurdsut do not includewaiver supplemental payments or
managed care pasisrough paymentsData ncludeadjustments to states with negative supplemental payments
(California, Hawaii, Indiana, lowa, and Texas) and negsiwraentsdr services(Delaware, New York, North
Carolina, and Pennsylvanigjates may have negative expenditures due to prior period adjustm®latska,
Delaware, and Vermondid not makenon-DSH supplemental payments in FY2017.
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Figure 3. Proportion of Medicaid FFS Payments to Providers Receiving
Supplemental Payments , by Payments for Services and Supplemental
Payments by Provider Type
(FY2017

1% 1%

Inpatient Outpatient Mental Health Nursing Facility ICF/1ID Physician and Other
Hospital Hospital Facility Surgical Practitioners
Services

B Payments for Services ~ B DSH Supplemental Payments B Non-DSH Supplemental Payments

Source: CRS analysis of CM& data as of September 25, 2018

Notes: FFS= feefor-service DSH= disproportionate share hospitabupplemental paymenisclude DSH and
non-DSH supplemental paymenidon-DSH supplemental paymerihcludesupplemental payments to hospitals,
nursing facilities, mental health facilities, I, physician and surgical services, and other practitioSetes
may have madadditionalFFSsupplemental payments to other providers that these expenditure estintiies
not capture DSH and norDSH supplemental paymerincludeboth federal and state expendituresit do not
includewaiver supplemental payments or managed care-thessigh paymentsTotal Medicaid-FSmedical
assistance expenditur@scludeboth federal and state expenditures but exclude administrative expenditures.
Data hcludeadjustments to states with negative supplemental payments (California, Hawaii, Irodi@nanid
Texas) and negatiyeayments for servicefelaware, New York, North Carolina, and Pennsylvaragtes may
have negative expenditures due to prior period adjustmefitaska, Delaware, and Vermodid not makenon-
DSH supplemental payments in FY2017.

The disbheativpenetynmemt s 4dod sepplemamts®wl varies widel
state. FMediekisgpgpl, e mentasl a asyhmdme sefaitdo tFFIS
medical assisfencethexpeasdvitnmgsesuppaseceneparttadd pamny me
t he -€MS froarnng e d%if Nomt h tDa k%% i n( sTded XYM s e e
Medi ®8 HdronddS H FFS suppl ement atha ga yumpg ndan expemalgd u
26% off FBledakaid medical &apsoyvitdereéevexgendppleaeas:
payment s

34 These providers include hospitals, mental health facilities, nursing facilities, intermediate care facilities fo
individuals with intellectual disabilities, physician and surgical services, and other practitioners.

Congressional Research Service R45432 - VERSION 2 - UPDATED 11



Medicaid Supplemental Payments

Figure 4.Proportion of Medicaid FFS Payments to Providers Receiving
Supplemental , by Payments for Services and Supplemental Payment s by State
(FY2017
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Notes: FFS-= feefor-service DSH = disproportionate share hospitaBupplemental payments include DSH and
non-DSH supplemental paymeniéon-DSH supplemental payment expendituiesludesupplemental payments
to hospitals, nursing facilities, mental health facilities]lld$;/physician and surgical services, and other
practitioners. Sates may have made additiof@Ssupplemental payments to other providers that these
expenditure estimatedo not capture Total Medicaid DSH and ne@SH supplemental payment expenditures
includeboth federal and state expenditurésit do na includewaiver supplemental payments or managed care
passthrough paymentsMedicaidpayments for services include payments to providers receiving supplemental
payments, and the payments inclum#h federal and state expenditures but exclude administeat
expendituresData ncludeadjustments to states with negative supplemental payments (California, Hawaii,
Indiana, lowa, and Texas) and negapagments for serviceelaware, New York, North Carolina, and
Pennsylvaniajtates may have negative ergiures due to prior period adjustmentélaska, Delaware, and
Vermontdid not makenon-DSH supplemental payments in FY2017.
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Figure 5.Proportion of Medicaid FFS Payments to Inpatient Hospitals by Payments
for Services and Supplemental Payment s by State

(FY2017
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Notes: FFS=feefor-service DSH= disproportionate share hospitgbupplemental payments include DSH and
non-DSH supplemental paymenitéon-DSH supplemental paymevincludesupplemetal payments to hospitals
for inpatient serviceand graduate medical educati@ates may have made additiofdSsupplemental
payments to other providers that these expenditure estimadesnot capture DSH and norDSH supplemental
paymens includeboth federal and state expenditurésit do not includewaiver supplemental payments o
managed care pasisrough paymentsTotal Medicaidnpatient hospital FF&kpendituresincludeboth federal

and state expenditures but exclude administrative expenditiasa ncludeadjustments to states with negative
supplemental payments (Californidawaii, Indiana, lowa, and Texas) and negptiyenents for services
(Delaware, New York, North Carolina, and Pennsylvarttes may have negative expenditures due to prior
period adjustmentsilaska, Delaware, and Vermodid not makenon-DSH supplerantal payments in FY2017.
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In recent years, there has been -ahgouwgh deal of
payments. Through several reguttaotfhopesghCMS is ph
paymemnt snanaghd €t towing is a summary of the 71 ec
regardthgomahs payment s.

2016MS imsaasnmegdde gultahiaitoh udenditthe wxé sofng and
tpuarseh r ou gh *Ylehyeme etgsmliarteado phm 6 @a sosht ou g h
yme¢physicians anovae wyenard gprefdoiboads et g opghs
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ymehos pé oalddge ar ,pebreigoidnni n€g MBulhypyttd 20h7T hospi
ceiveghaskdogabesccahuesdestlheheupghspayments from st a
r“¢i gni fic’dathtalhpeaslargegh payments to ph®®¥sicians a
35 MACPAC, MACFacts: Medicaid UPL Supplemental Paymehksvember 2012, p. 3, https://www.macpac.gov/
wp-contentiiploads201501MACFactsUPL-Payments_20121.pdf
36 MACPAC, Report to Congress: The Evolution of Managed Care in Medidaite 2011, p. 64, at
https://www.macpac.gowp-contentliploads201501MACPAC_June2011_web.pdf
37 CMS noted that states make most managed carelpasgh payments to hospitals, physicians, and nursing
facilit i ePsograni; Me dse of Newdr Increased PEs®uUgh Payments in Medicaid Managed Care
Deli very Seoderal Ragisteb415, Jahuary 18, 2017.
HHS, CMS, “Medicaid and Children’s Health Insurance Progr:
Del i vered in Managed Care, and Re ¥Faderdl RBegistee/89]May 6 2016t o Thir d P
Hereinafter CMS, “ Me BederadRedisteR5839.a ged Care, ” 81
¥CMS, “Medicaid Mederal RegistePd589r ¢, ” 81
OCMS, “MddMaaage Fedetal RegisteR7589.1
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The regul attiaotne sp etromi etltdendv ms phagsosm 1g h pblpeafsjoemeen ttsh e e n d
of the transition period.

In response to the 2016 final r1ule, st-ates atter
through payments. IJna nau afrjyn @2MS1r7mll  r pfibd d sthlkeat i mnhe
the 2016 afsi tal mrau Ine avwhmr oeuxgihs tpiarlygnema sss at current
states from i mptlhernoeungthi Hpksh yenreeowf tqpsraes,s t haen rul e est ab
aggregaotne glahismiutg h ppahyymseinctisa ntso and tmhe sti hewi f awa 1 1t
amountsinnmphaged c araet ec ormetartsaitcfititsc acatfnifdencst i ve dat e
5, 2016

The January 2017 final r-tthe oalkho phhoysnpeinteadl st bteo atnhc
l owear coefr t ai n pbearsceewmdtancgceo rodfi nag t o a specified pha
over -ydhaer 1fe rtiooddg b roerg atthee ddéharfamduhy the state
care contracts asndofr altllheebibtais2elislatmtemams i al ly t he
of timpmat and outpatwsdedte hopgupl baltvahlopwshe rGGMSc ecsons i der

equivalent to sathdetPEFSalculation

CMSE xptdhtahte transitiohrpaghogdgaymentpassacetesntend
t ont egxiasptattnhgr opragyhme MCOs hooughs detdtathep yyment
mode¢hat are tied t%BCMSutccloanreisf iaendd tqhuaatl ietxya mpl es o
payment str uc tbuarseesd ipnucrlcuhdaes ivnagl uneo del s, delivery
speciftypes of frovider payments.

The regul attiaotne sp etxomisgtatitaddr tppragyhme ot MECOs i ng t he

transitidotnaatpesswe b0 dseveral ot heracrhd quiinhegnesntt so,n ei noc
the goals om dthjése ontaiantacgse dwictahrie qu ailnmagny strategy
eval uattioom spléasre ctt eeddo pa y Bt has reported that, a
of a pedinriepcatyebdb astt,at e 1s directimgkemaquagbidtygare
incewve paymehnhtwer kohosmpitals to reduce potentiall
for Medic dAd tJeumlryo I11,e €2s0.22, for physiclimlnysy la,nd nu
2 0 2f70,r h oasnpyi tpaalysment s that states direct MCOs to
integr &t bbdacsiendt o pur chasing models, delivery syste
improvement efforts, and specific o6wypesni Ddr mr ovi
dol lper coent ag® increases

On November 8, 2018, CMS publfficeldea d ia nmrlo pfdsed briu
from the requirement §Abtfhohgh20woSudmiu daec 2@ hger o hes
“4AHHS, CMS, “Medicaid Pr ogr a m;-Thibugk Paymerts irMediddid Managed Care c r ¢ a s ¢ d

Delivery SeoderalRegistess 182 January 18, 2017. Herdhroughfter CMS,
P a y me n federdl Re§ieb416.

2CMS, “New or -Tlharcoruegahs ePda F@detahRegisieB4168 2
BCMS, “New or -Tlharcoruegahs ePda F@detahRegisie®4168 2

4 HHS, CMS,Delivery System and Provider Payment Initiatiesler Medicaid Managed Care ContracMCS
Informational Bulletin, November 2, 2017, pp2lathttps://www.medicaid.goféderatpolicy-guidancedownloads/
cib11022017.pdf

45 HHS, CMS,Appendix A: Examples of State Directed Payment Arrangenahtsps://www.medicaid.gov/
medicaidmanageetareiownloadsguidancedppendixa.pdf

46 HHS, CMS,Delivery System and Provider Payment Initiatives Under Medicaid Man&aS Informational
Bulletin, November 2, 2017, pp-2, athttps//www.medicaid.govederatpolicy-guidancedownloads/
cib11022017.pdf

"HHS,CMS,“Me di caid Program: Medicaid and Chi”B3Federal’s Health Ins

Congressional Research Service R45432 - VERSION 2 - UPDATED 16



Medicaid Supplemental Payments

rohibition on spattdg onghr pwmoyudmdddstobva § § £ 1 ng ma ke

ew -phseugh upnadyerme nctesr t ain Ther pumpoaedes ule would
hat are transitioning new services or-populatic
hrough @alyonsemittsalts, nursimg Ifahgladst ates, hod phygyvw
een making FFS supplementtahe pagpgacynngeantadiat t 5o s e
ess than pmre whqSasls utpop Itehmee nt al payment s .

Ther aoainental data publicly avattlharbolueg hr epgaayrndeinntgs .t
St atepontthe aggregptgmeambunt oofmamagcecddCdMSe mpl ans

not the amountsotrtoaspechKouothsb govip dMagye €6MS t 2yQple
estidmhatt Betasttes weareofnmhki afii | Hihorno uignh ppaasysme nt s t
physicianpstanesalwky ed5a kminlgl-{f bnouwghppayments to
facilit taemldGatnamtuecask 1 yaa ktiofgh b B lolfi omhr aughstpopa y ment s
hospanmu*dadMSy .noted that t-hhsoughtpmygmentofl phsky
represent tbheec afwmslel momoruenpwe timmn g lneqguipréementto t he

Suppl eanlRant meThtrsough Wai vers

St atemame¢soi ve Section lllSupplieomentbal hpaymegnt o
provildetstheayrophbemwitsed to make

Dat a on t hseu papmoecpmaeynmieafiit ® u gh t he s ecldbhaei vMeerdsi c a i d

and CHIP Payment anMACARALs $ s meEdmphp ¥ dmomt §1 paymen
to hospitfSelt itohrddgh wailbWerbiahlthotwdo fgfFtSaaddled B7
Medicaidtpahmepiéd¢lhaoding federaidnah¥2kicZatus ee x p e n d
statemalfalveo waivers that allow supplemental paym
likely understates the fullsuppdpprewmficaftess.t i on 111

Thist sen dihtewmasitsnepse s of Section 1115 waiver auth
paymem¢ smpensated care pools and Delivery Systen
progr ams.

Uncompensated Care Pools
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